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1, - KOREA EXPLOSIVES COMPANY (KEC) OFFICIALS HAVE BEEN IN 
REPEATED CONTACT WITH EMBASSY AND JUSMAG REGARDING THIS PROJECT. 
ESSENTIALS OF CASE AS WE UNDERSTAND THEM ARE AS FOLLOWS: 

KOREA EXPLOSIVES CONSIDERS IT HAS, AND IN EFFECT 
IT HAS HAD HERETOFORE, A MONOPOLY ON EXPLOSIVES PRODUCTION 
IN KOREA. POONGSAN METALS CORPORATION (OTHER KOREAN COMPANY 
IN REFTEL) IS A FABRICATOR OF CARTRIDGES OF VARIOUS TYPES FOR 
KOREAN ARMED FORCES AND HAS LONG-STANDING RELATIONSHIP WITH 
OLIN INTERNATIONAL CORPORATION FOR IMPORTED BALL POWDER TO 
FILL NORMAL MANUFACTURING REQUIREMENTS. ADVENT OF VULCAN 29 
MM. CANNON, WITH CARTRIDGES TO BE FABRICATED BY POONGSAN, 

WILL INCREASE ROK BALL POWDER REQUIREMENTS SUBSTANTIALLY, 
JUSTIFYING INSTALLATION LOCAL PRODUCTION FACILITY. ROK MND 
ARSENAL REQUIREMENTS FOR BALL POWDER FOR 5.56 MM. AND 7.62 MM. 
AMMUNITION ADDITIONALLY JUSTIFY PROJECT. 

2. KOREA EXPLOSIVES ABOUT TWO YEARS AGO HAD INITIAL 
CONTACTS WITH OLIN REGARDING TURNKEY INSTALLATION OF BALL 
POWDER PLANT. SUBSEQUENTLY, APPARENTLY, THEY NEARED FINAL 
ARRANGEMENTS WITH FRENCH POWDER MANUFACTURER (SNPE) FOR 
ARTILLERY PROPELLANT REQUIREMENTS. KOREA EXPLOSIVES 
REPORTEDLY WAS TOLD BY SNPE AND HERCULES, WHICH ALSO MADE 
OFFER, THAT THEIR PROCESSES WOULD SATISFY SPECIFICATIONS 
FOR ALL SMALL ARMS PROPELLANTS REQUIRED IN FUTURE BY KOREA. 
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UPON REALIZATION THAT ONLY OLIN BALL POWDER PROCESS WOULD 
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MEET 20 MM. SPECS AND CERTAIN SMALL ARMS SPECS. KEC REIN- 
ITIATED DISCUSSIONS WITH OLIN AND RECEIVED PROPOSAL FOR 
TURNKEY INSTALLATION OCTOBER 1974. 

3. KEC OFFICIALS AT THIS POINT CONTACTED EMBASSY PROTESTING 
THAT NEW PROPOSAL WAS EXORBITANTLY PRICED AND THAT EQUIPMENT 
COSTS AND ROYALTIES WOULD SO INFLATE LOCAL PRODUCTION COSTS 
AS TO MAKE PROJECT TOTALLY UNACCEPTABLE TO ROKG COMPARED TO 
CURRENT COST OF IMPORTED POWDER. EMBASSY AND JUSMAG OFFICERS 
FACILITATED CONTACT FOR KOREA EXPLOSIVES EXECUTIVES VISITING 
U.S. IN JANUARY (SEE SEOUL 128 TO USDOC). WE ALSO BRIEFED 
PROJECT MANAGERS FROM OLIN AND ACCOMPANIED THEM ON VISITS 

TO MND. 

4. KOREA EXPLOSIVES APPEARS TO HAVE HAD FAIR CHANCE TO 
PRESENT ITS CAPABILITIES TO OLIN. KOREA EXPLOSIVES POSITION 

IS THAT IT HAS A NATURAL AND OFFICIAL MONOPOLY ON EXPLOSIVES 
PRODUCTION GRANTED TO IT BY ROKG. IT IS WILLING TO GO FORWARD 
WITH BALL POWDER PRODUCTION FACILITY AND BELIEVES THAT IT HAS 
IMPLICIT AND/OR EXPLICIT PROMISE FROM OLIN FOR A PROJECT 
PROPOSAL. LETTERS SUBMITTED IN EVIDENCE DO NOT UNEQUIVOCALLY 
SUBSTANTIATE THESE TWO POSITIONS. THE PROJECT PROPOSAL 
WHICH OLIN SUBMITTED TO POONGSAN METALS RECENTLY INVOLVES 
LOWER PRICING THAN OCTOBER PROPOSAL TO KEC WHICH INVOLVED 
A HIGHER-PRICED PLANT AND APPARENTLY HIGHER ROYALTY PAYOUT. 
HIGHER PRICE IN PART CAUSED BY KEC ORIGINAL REQUEST FOR 
PROPOSAL WHICH CALLED FOR "FULLY LOADED" FACILITY, THAT IS 
CONTINUOUS PROCESS, NITROGLYCERINE AND NITROCELLULOSE 
CAPABILITIES. 

5. KEC INSISTS THAT MND DESIRES PROPOSALS FROM OLIN TO BOTH 
COMPANIES IN ORDER MAKE FINAL EVALUATION AND SELECTION OF 
COMPANY TO CARRY OUT PROJECT. KEC ALSO INSISTS THEY SHOULD 
RECEIVE PROPOSAL FROM OLIN ENTAILING ROUGHLY COMPARABLE 
COSTS AS THOSE FOR POONGSAN PROPOSAL SO THAT KEC CAN MAKE 
COMPETITIVE BID TO MND. KOREA EXPLOSIVES HAS NOT SUCCEEDED 
IN EXTRACTING FROM MND A LETTER TO THAT EFFECT. BELIEVE 
THIS INABILITY ON KEC'S PART TO PROVE ITS CLAIM THAT MND 
WILL NOT APPROVE ANY BALL POWDER PROJECT IN ABSENCE KEC BID 
IS KEY TO UNDERSTANDING OLIN'S RELUCTANCE TO SPEND WHAT IT 
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CONSIDERS UNNECESSARY TIME AND FUNDS ON NEW PROPOSAL TO KEC. 

6. EMBASSY AND JUSMAG CONSISTENTLY HAVE POINTED OUT TO KOREA 
EXPLOSIVES THAT USG COULD NOT APPROPRIATELY RECOMMEND ONE 
KOREAN COMPANY IN PREFERENCE TO ANOTHER, AND THAT APPROPRIATE 
PRESSURE POINT IS KOREAN MND. WE UNDERSTAND INFORMALLY THAT 
MND DISSATISFIED WITH KOREA EXPLOSIVES MANAGEMENT CAPABILITIES, 
AND THAT DECISION MAY HAVE BEEN MADE TO GO AHEAD WITH 
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POONGSAN METALS WHILE PRESENTLY GOING THROUGH MOTIONS OF 
EVALUATING RECENT OLIN PROPOSAL TO POONGSAN METALS IN COM- 
PETITION WITH LAST YEAR'S PROPOSAL TO KOREA EXPLOSIVES. WE 
DO NOT PRECLUDE POSSIBILITY THAT OLIN HAS PREFERRED POONGSAN 
AB INITIO, AND OUR ESTIMATE IS THAT MND IS NOT, IN FACT, 

HOLDING OUT FOR TWO PROPOSALS FROM OLIN BUT WILL BE WILLING 
TO APPROVE POONGSAN'S PROPOSAL ON BASIS THEY HAVE DELIVERED 
DESIRED GOODS, NAMELY LOWER COST OLIN PROPOSAL. SO FAR AS WE 
KNOW, POONGSAN-OLIN HAVE NOT REACHED CONTRACT SIGNING 
STAGE. 

ERICSON 
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